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Introduction / Background

City Policy states:

Businesservice activities that recover costs through rates and interagency agreements will
periodically compare the cost of their fees and rates with other comparable agencies and/or
businesses, and report these findings to their customers

For selected rateSynergy Resources Group (SRG):

A Reviewed rate methodologies

A Surveyed private sector and public sector organizations to find out the rates they charged for similar
services

A Analyzed whether the rates and total cost of service could be compared

A Summarized findings including how cost competitive the City was and whether changes in rates are
recommended
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Introduction / Background

A The City of Portland, Office of Management and Fina@ddK) requestedhe provision of an
independent review and recommendations regardlng rateargedto internal customers for
daSNWAOSa LINPUJARSR o0& o0dzaAySaa dzyaAla oAUOKAY
providing a given service.

A SynergyResources Group led a mtfiiceted study of rateshargedoy OMF and by
comparable public and private business entities.

A Fourcategories okervices Fleet Services, Facilities Servidasnting and Distribution, and
Technology Serviceswvere studied with 17 varieties of rates within each for public and
private entities

A Additionally a Cost Allocation study was performed in four subcategories of the Bureau of
Technology Services to compare rates and methodologies with the public and private .sectors
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Introduction / Background
CKS /AGeQa Ftylrfteara 2F 0KAa O2YLIX SGSR NXGS :
A The degree to which a particular service provides benefit to the entities using them
A The economic impact of new or expanded rates, in comparison to private sector entities
but especially in comparison with other similasiged city governments and others in the
metropolitan area
A The comprehensive cost of providing a service, including all associated rates and processing

A The impact of increasing rates on economicallyigk populations and/or businesses

A How these rates contribute to overall City goals
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Internal Service Providers and Selected Rates

FLEET SERVICES
A Technician/Mechanic Hourly Rate
A Shop Consumables Rate
A Parts Markup Rate
A Motor Pool Rate

FACILITIES SERVICES
A 1900 Building (Class A) Office Space Rate
A Portland Building (Class B) Office Space Rate
A Property Management Hourly Rate
A Project Management Hourly Rate
A Maintenance Technician Hourly Rate
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Internal Service Providers and Selected Rates

PRINTING & DISTRIBUTION
A Production Staff Hourly Rate
A In Bureau Copier Rate
A Copy Center Rate

TECHNOLOGY SERVICES
A Trunked Radio Access Rate
A Business Solutions Hourly Rate
A Support Center Hourly Rate
A Project Management Hourly Rate
A Radio Shop Hourly Rate
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Project Timeline

May June July

wCity decides on cost of service wWSRG reviews P&D, Facilities, and wWSRG presents preliminary findings
rates Fleet cost of service rates on P&D, Facilities, and Fleet cost

«City gathers data on cost of wSRG compares P&D, Facilities, of service rates
service rates and Fleet cost of service rates wCity decides on cost allocation

«City presents cost of service to cities and private sector rates option
rates to SRG and also present WCity gathers cost allocation data
IA web on rates

wCity presents cost allocation rates
to SRG

wWSRG reviews BTS cost of service
rates

wWSRG compares BTS cost of service
rates to cities and private sector

wWSRG compares rates to cities as
information is received
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Proj ect

wWSRG compares rates to cities as
information is received

WSRG reviews BTS cost allocati
rates

wWSRG compares BTS cost
allocation rates to cities

Ti meli ne (contdod

September October

wWSRG prepares report and
recommendations

wWSRG reviews with Cigyweek
of September 14

wCity Managers review draft study
and report/provide comments to
SRG by October 5, 2016

wWSRG finalizes study report

WSRG creates Executive Summary
PowerPoint

wWSRG presents final study report
to CAO
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Project Goals

A Analyze the methodavhichthe City used to select ratesd compare witrsimilar public sector
organizations and private sector service providers.

A Documentrecommendations about whether, and why, individuatlescan or cannot be
compared, and recommend any changes to the lisatdsto compare.

A Forthoseratesselected for comparison, identify up to five appropriate entities for comparisons.
Comparerates,documenting contacts, methodologies, assumptions and reasons for significant

variances. Provide sufficient documentation so the comparison can be replicated by the City in
the future.

10 (", SYNERGY
Resources Group



Project Goals (cont o6d)

A Ensure that services studied are similar and that methods of calculating rates can be readily
compared; e.g., the hourly rate of a fleet mechanic should be compared with an organization
that provides a similar service and recovery costs in a similar manner.

A Establish a guideline to compare data collected from the public and private sectors with the
[ AueQa NIFXIuSo

A Develop a comprehensive Rate Study report with findings and recommendations to present to
OMF.

1 (", SYNERGY

Resources Group



Analysis Questions

A What cost elements are used to set rate budgets?

A How are the rates calculated?

A Are there additional cost elements that should be included? What do they represent?
A How are budget/s-actual variances handled in future budgets?

A Is the allocation of labor costs consistency applied? (i.e. percentages, tracking time)

A Are funds using a standardized methodology to calculate internal service rates?
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Analysis Questions (cont

A Is the methodology sound?
A Why are some rates easily comparable and others are not?
A What method should be used to measure the rate comparison data?

A Are there clues the private sector shares on how they set rates?
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Project Approach

A Prepare analysis questions.
AWSOASE O2aid StSYSyda Ay SIOK WFdzyR LI O S &¢

A Examine cell formulas in each cost element to determine how the result was calculated and
where numbers originated.

A Conduct research when a calculation did not reference a data source or a note/comment to
support it.

A Search workbooks for the source of the numbers in the calculation to see if they exist.
A Submit questions to project team when unable to locate the sources.

A Perform an analysis when a cell contains a number and no calculation.
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Project Approach (contod

AWSTSNI 02 LRtAOCE YR /AGéeQa ¢6So0aAridsS G2 GNY y3
When it is unclear, submit to Project Team for clarification.

A520dzySyid GUKS YSUK2R2f23& F2NJ SIFOK Fdzy RQa &S
report.

A Record questions and recommendations about why some elements and not others are being
used to calculate the rate and/or other concepts for more cost recovery.

A Research and prepare private sector contact list.

A Prepare private sector data comparison worksheets and questions to use when contacting
businesses.

A Contact private sector businesses and document the data and comments.

A Prepare public sector comparison spreadsheets plus questions and discussion points to use
when contacting cities.

15 (", SYNERGY

Resources Group




Project Approach (contod

A Contact identified cities, arrange conference calls, send comparison worksheet.

A Prepare preliminary findings/progress report in PowerPoint to present to City staff.

A Collect BTS rate comparison data from private sector.

A Finalize review and analyze BTS workbooks/worksheets.

A Prepare questions to submit to Project Team regarding BTS rate calculation worksheets.

At NBLI NB 2dz0f AyS F2NI/ Al0eQa LYGSNyFrt wlasS [
A Continue to work with cities that are to collect public sector data.

A Review public sector methodologies, internal studies, and information when received.

At NBLI NB /AdeéeQa LYGSNYyIlft wlkadS {GdzReé FAYIFf NE

A Present final report to City in PowerPoint and in written format.
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Guidelines for Comparison

We note anApplesto Apple© 2 YLIF NA a2y @gKSy GKS [/ AdéQa NI GéY‘K R

can be easily compared to private sector and/or public sector method@uodygost elements.

elements are similar to the rates or within the range of public sector and/or private sector rates

We note aRed Apples to Green Appl€32 YLIJF NA a2y 6KSYy (GUKS [/ AdéQa NJ-[’JS\\
2 KAETS GKS LINAGIFGS aSOG2NI N GSa | NB Anydzéy‘F“e‘é

S

private sector is a valid cost comparison.

-

o

We note anApples to Orangesomparison when the cost elements and/or methodologies are not
NEFRAt & O2YLINIotSe® ¢KAa GelLls 2F O2YLJ Nmézi P8k

elements are known; but both private sector methodologies and cost elements are largely unk ,

or are known and different. Without information on either private sector component, a comparisorris

not valid.
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Private Sector Rate Comparison
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Private Sector Comments

First and foremost, comparing public sector businesses with private sector businegsesrally
anApples to Orangesomparison. Howevecomparisons between the private and public sector
on the whole inform the City and its customers about how their rates compare in the Portland
market, and thus private sector rates are included in this report with a number of caveats listed

below:

A Privatesector rates are not accompanied with methodology used to determrasss.

A Privatesectorcompetitivenessn the marketplace, as opposed to controlled and deliberate
public sector internal cost of services rate methodology, is what drives private sector rate

adjustments.

A Giventhe fluctuation due to market competitiveness, private rates are negotiable, thereby
creating a market/cost range which may or may not be different six months from now.

A Manyprivate sector businesses do not want to publicize their company rates due to
competition.

A Servicdevels as well as costs also vary widely in the private sector. o (O, SYNERGY
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Private Sector Comment s

In order to preserve the privacy of the private sector entities that provided the data for the rate
comparison, SRG developed a coding system for the purposes of this report. The types of private
sector businesses contacted for each rate in four categories are listed below.

FLEET SERVICES

A Auto Repair Shops
A Auto Rental Offices
A Car Sharing Offices
A Trade Association

FACILITIES SERVICES

Commercial Real Estate Companies
Property Management Companies
Construction Management Companies
Plumbers

Electricians

Law Offices

Consultancies

Too oo oo Too To Too To

PRINTING AND DISTRIBUTION
A Copy Centers

A Printing Associations

A Graphic Design Offices

A Law Offices

TECHNOLOGY SERVICES

IT Consulting Firms

Telecommunications Equipment Suppliers
Wireless Phone Service Companies
Network Solutions Companies

Web Hosting Companies

Tower Communications Service Companies

To o o o T I
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Private Sector Comments |

LY Y2aid OFasSas oKATS AYUSNIASGAYT LINAGFOGS &°¢
private citizen or business in need of a service or product:

L KI @S OF NJ GKFUO ySSRa NBLI ANE
¥ K

| 1
AY 2NRSNJ 2 O2YLI NBE Al gAOK 20KSNJ

This rationale was used in order to obtain a price just as a regular private sector customer would,
S0 as to not skew the results by mentioning a City survey. In some cases, SRG knew the private
sector business personally, and therefore was able to reveal that the rate information was for a
study being conducted by the City. Many of these guestions, particularly the initial ones, found
most business reluctant to provide a quote or estimate over the phonghese cases, a sample

rate was offered and the business was asked if their rate was comparable.
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